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HOW TO TRADE

Aftor you have thoroughly mastored all of the lessons, be sure you are right
before you make a trade. HNover guess. Trade on scientific indiostions only.

WHAT YOU MUST KNOW BEFORE YOU START TRADING:

You wust know exactly how to apply all the rules; how to draw the geometrical
anles or moving-Grérage lines from tops and Luitoms; how to square Time with
Prices how to brinr - tus inportunt 45° mnglas or lines, wnich represant n rv-
ing average. You must know where to place a ston loss ordar and mist look un
wilse cycie the yesr is in, that is, dotermine iruu the Master Foreoasting unert
whether it is & bull or bear year, Whethor uio uain trend should bs up o domn.

Bofore you make a trade, either buying or selling, consider the position of
esch individual stock om the monthly charts next consider the weekly chert and
then the daily chart. If they all confirm an uptrend, it is a oinch to buy, pro-
wided you have located tho point at which to place a stop 1oss order. On tho
other hend, 1f the oyole shows that it is a besr yoar and the monthly, weekly and
delly charts show downtrend, then it is the time to g0 short, but sgein you must
look for the most important point—whers to place the stop loss order 8o that it
will mot be mors than 3 points away and closer if possible.

WHAT 70 LOOK UP BEFORE YOU MAKE A TRADE:

FPollewing are the most importent points that you must consider before buyinr.
or selling & stock:

1. Anzual Forecast dotermines year of Tims Cyrln, whother bull or boar yosr, and
Bain trond of the genersl murkol, up or duwn.

2. Cycle of individual stock, whether up or down year.
3. Monthly position on angles from tops and bottoms wud time perieds,

4. Wookly position on. time periods from tops and bottoms and on angles from tops
and bottams, See if ¥t is squaring out Time from top or bottom.

5. Datly position om emgles from important tops and bottoms and time periods,
See whether & stock 1s Besr square of recent top or bottom.

6. Resistance Levols on price. Soe whother the stock is near any half-way point:
or other points of support or resistance.

7, Look to see if stock hes held for sevoral da;
lovel and whother it is about resdy to oross or br
tops or bottems.

oks or months around semo
X important anglos from

8. Losk up voluwe of sales whether a stock has increased or docrossed
volumo ovor past few days or weoks.

94 Lok wp space or price movemsnt, up or down, for past movements. Find out
What ws the Erestest sdvanoe or doclino for past fow woeks or months. For
saurple: If & stock has rencted S points sovoral timos end st tho timo you
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look it up, you find it is 3 points down from tho lost top end tho trend 1s up
on monthly, weckly and daily with tho prico near e support anglo, you could
buy with a stop loss order 2 to 3 pointc away; then if tho stock broke buck
ovor 5 points, tho previous reaction limit, it would show a chango in trend
and you should bo out of it.

10. Remembor, the most fmportent fastor to dopend on to dotermine tho position
of & stock is Goometrionl Anglec. Bo sure tu bring up tho wgles from 0%
from rocent tops and bottons.

11. Never overlaok the fact that you must have a definite indication befors mak-
ing a trade.

12. Most important of all—Always locate the point st which to plece a stop loss
order to limit risk.

FRACTICE TRADING ON PAPER:

Aftor you feel sure that you have mastered all the rules and lmow exactly
how to dotermine the trend of a stock and the place to bagin trading, then to
make yourself doubly sure end esteblish confidence, practice trading on paper
until you thoroughly understand how o use the rules and when to use them. If
you maks mistakes trading on paper, them you would make mistekes at that timo
in actual trading and you aro mot roady to bogin troding. When you feol that
you are compotent to start trading, apply ll of the rules end trede only on
definite indications. Lf you are mot sura of the trend or the buying end sell-
ing price end mot sure where to place a stop loss order, then wait wtil you gat
a definite indication. You can always make money by waiting for opportunities.
There s no use getting in partly on guesswork end losin.

VHEN 10 CLOSE A TRADE

Aftor you start actusl trading, when you make o trade, don't close it or
tako profits until you have a definite indication according to the rules that it
is time to sell out or buy in or to move up the stop loss order end wait ntil
it is cought. The way to make & success is to follow the trend always and not
got out or close e trade until the trend chenges.

VIHEN TO WAIT AND NOT TRADE.

Tt 4s just os imvortant to know when mot to entor the market as it is to
Imow anen to enter it. The Lims not to make a trade is when you find o scuck
hes bean holding in a narrow trading range for some £ime, aay, @ S-point or o
3-point range, but has not broken under bottoms previously mede or crossed tops
nrevicusly mede. A stock may stay for wasks or manths or even ysars in a tredinz
range and will not indicete any big move or changs in trend until it crosses a
pravious top or breuks a provious bottom. If a stock is inactive in this positic
it is no time to strt trading in it.

#nothor time not to make & trade is when & stock hes narrowsd down betwoon
40 important enrles—hes not broken under one or crossed the other. Wait until
it gets out in the clear and fives a definite indication tefore you trade.

After n prolonged decline stocks naorly always narrow down and hold in a
trading renga for aone time. Thon you should wait until the engles from the
boktom aro brokan or the engles fron the top aro crossed end the stock broaks ov-
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er an 0ld top before you make s treds. In other words, st all timos trads whon
you have & derinite, well~iafined tread.

CAPITAL REQUIRED FOR TRADING

Bofors you do eny trading, you must know the amount of capitael roguired to
ke o succoss trading mnd the exact mount thet you mist risk on ey one trade
in order %o alvays have capitel loft to trade with.

You cen begin trading in 10 shares, 100 shares, 1000 sheres or sny other
amount, but the main point is to divide your capitaloporly end to distributo
the risks equally to protect your capital.

Whatever asount of capital you use to trade with, follow this rulo:
Divide your capital into 10 equal parts end novor risk more than 107 of your
capital on any one trade. Should you lose three consecutive times, then reduce

your trading wnit and only risk 10% of your remaining capital. If you follow
this rule, your success is aure.

As a general rule, I have always considered it advisable to use at least
43,000 capitel for every 100 shares of stock traded in end to limit risks to
3 points or less on evory trede, In thic way you will bo able to make 10 trades
on’your cepital and the market would have to boat you 10 consecutive times to
wipe out your cnpital, which it will not do. You should try to meke trades st n

price where it will only be neoessary to use ono to two-point stop loss orders,
which will cut down the risk.

If you want to start trading in smell unite of ctock, use & capital of $300
for oach 10 shares and mever risk more then 3 points on the initial trado. Try

to make th first trado, if possiblo, where your stop loss order will mot be more
then one or two points.

AUNAYS FOLLOW RULES: Docide this importent point bofore you start treding.
If you do not intend to follow tho rules strictly, do not bogin trading, MNevor
allow punsswork or the hunen element to enter inko your trading. Stick to the
"Capital’ rule end under no condition risk more thon one-temth of your capital
on eny one trade. Follow the mathemtical rules and you will make a suocess.

PYRAMIDING

You should only pyramid or increase your troding in active marknts whers
volume is mbove normal. The position on angles end volume of setivity will show
you when to pyremid. You should mever begin pyramiding until a stock has gotten
into a strong position on engles or into a weak position on engles, or wntil it
has broken out of a treding range by crossing old tops or broaking old Loitoms.

HOW_T0_PYRAMID:

If you are trading in 100 shares, after you have made your first trado with
a risk Yinited o 3 points or 107 of your capital, then do not pyremid, or buy
or sell a second lot, wtil the market has moved at lesst 5 points in your favor;

then when you buy or sell & second lot, use & stop loss order mot more than 3
pointa away on both tredss.

Exemple: Vo will essume that after buylng the second lot, the trend re-
verses and the stop loss orders on both trades are caught 3 points eway from
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whero you bought the last lot, This will give you s loss of 5 peints on tho lagt
‘trade and & profit of 2 points on the first trado, or e met loss of only ons

point. On the othar hand, if the market continues to move in your fevor, your
profits will be twice as much after buying the second lot.

Who tho morket has moved § points more in your favor, you buy a third lot,
moving up the stop loss orders on the first and second lots end placing o stop

on the entire lot of threo trades not more them 3 points away end closer, if
possible.,

Continue to pyranid s long as the merket movos 5 points in your favor, al-
ways following up with stop loss ordors. When a stock selling botwean 5 and 75
a share has moved 15 to 25 points in your favor, you should begin to watch for o

chenge in trend and be careful about buying or <olling enothor lot on which you
may havo to take a loss.

THE RUN OR PYRAMIDING MOVE:

The big money in pyremiding is mada in the rin between cocumilation and dis
tribution, that is, after a stock paswas out G1 o zome of ccumulelicn. Fyru-
mids should be startod aftor doubla or trinle fops arm crossed and the stock
clears the zone of accumlation. Than, when you ket into this run. buy svery

5 points up, protecting With a stop loss order uot more then 3 points swny from
the last trade,

Reverse this ruls in a declining market: After double or triole bottoms
are brokon and the stock clears the zome of distrioution, sell every 5 points
down, protecting with stop lovs orders not more Them 3 points ahovs the laat
trade.

FAST MARKETS AND WIDE FLUCTUATIONS

When stocks are very active and moving very fast, solling sbove $100, then
you will find it bost to make trades 7 to 10 points apart. The omgles end price

Rosistance Points nc well as old tops and bottoms will determine points to plase
stop loss orders with safety.

In fost-noving markots, liks tho punio of October and November, 1929, wher
you pyrenid on sctive stocks end have vory largo profits, you should follew dom,
with o stop oss ordor about 10 points mny from the markst. Then, aftor a sc-
ware dccline reduce stop loss ordors, plicing thom about 5 points sbove tho low
lovel. Mmoo & market is moving as fost as this, you should mot wait for tho

stock to got into o strong position on onglos. = Reverse this rule in on advencin
morkot.

SAPEST PYRAMIDING RULE:

One of the safest rules to use for pyremlding whon stocks aro selling nt rx
tremely high lovels or extromoly low lovels is to start with 100 sharos eond whom
tho market moves 5 points in your favor, buy another 50 shares; them when it move
5 points more, buy or soll 50 sharos; then on the next S-point move fn your fever
buy or sell 20 shares, ond continuo to follow the markst up or dowm with this
emount until there is a change in tho mein tromd.

WESN NOT 10 PYRAMID:

Safety is the first consideration in storting or continuing a pyramiding
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compniga in & stock. Mistakes are mado by buying or selling a second lot too
Gear tho accunulation or the dictribution point. Afber o big move up or dowm,
you must alweys wait for o definite chengo in trond before starting o pyromid.

Never buy a second lot for o pyremid when a stock is moar a double top or
5611 a second lot whon a stock is near a double bottom.

A sbook often holds several days or weoks in o rnge of 10 to 12 points,
moving up ond dowm, not crossing the highost top or breaking tho lost bottom made.
s long us it romains in this range, you should mot pyramid. VWhen it gots out

of this rango, crossing tho highost top or broaking the lowest bottom, thon it
will indicete o biggor move and you should start to pyromid.

Always check and double chock, follow all tho rules, study the major and mino:
timo oysles for forcoasting, the angles from tops and bottoms, the Resistance
Points of Prico botwoen tops ond bottoms, 1f you ignore omo importent point, it
may got you wrong. Remombor, tho wholo can movor oxcood all of its parts, end

1l of tho parts make up tho wholo. If you loave out cac of tho parts or ono of
the rules, you do not havo a completo trend imdicator.
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